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to modify its State child health plan during
2007, the State may substitute its projection
in its submission on forms CMS-21B and
CMS-37 for August 2007, instead of such
forms for May 2007; or

‘“(ii) the allotment of the State under this
section for fiscal year 2007 multiplied by the
allotment increase factor under paragraph
(2) for fiscal year 2008.

*(B) INFLATION UPDATE FOR FISCAL YEAR 2009
AND EACH SECOND SUCCEEDING FISCAL YEAR.—
For fiscal year 2009 and each second suc-
ceeding fiscal year, the allotment of a State
is equal to the amount of the State allot-
ment under this paragraph for the previous
fiscal year multiplied by the allotment in-
crease factor under paragraph (2) for the fis-
cal year involved.

¢‘(C) REBASING IN FISCAL YEAR 2010 AND EACH
SECOND SUCCEEDING FISCAL YEAR.—For fiscal
year 2010 and each second succeeding fiscal
year, the allotment of a State is equal to the
Federal payments to the State that are at-
tributable to (and countable towards) the
total amount of allotments available under
this section to the State (including allot-
ments made available under paragraph (3) as
well as amounts redistributed to the State)
in the previous fiscal year multiplied by the
allotment increase factor under paragraph
(2) for the fiscal year involved.

‘(D) SPECIAL RULES FOR TERRITORIES.—Not-
withstanding the previous subparagraphs,
the allotment for a State that is not one of
the 50 States or the District of Columbia for
fiscal year 2008 and for a succeeding fiscal
year is equal to the Federal payments pro-
vided to the State under this title for the
previous fiscal year multiplied by the allot-
ment increase factor under paragraph (2) for
the fiscal year involved (but determined by
applying under paragraph (2)(B) as if the ref-
erence to ‘in the State’ were a reference to
‘in the United States’).

‘(2) ALLOTMENT INCREASE FACTOR.—The al-
lotment increase factor under this paragraph
for a fiscal year is equal to the product of
the following:

‘“(A) PER CAPITA HEALTH CARE GROWTH FAC-
TOR.—1 plus the percentage increase in the
projected per capita amount of National
Health Expenditures from the calendar year
in which the previous fiscal year ends to the
calendar year in which the fiscal year in-
volved ends, as most recently published by
the Secretary before the beginning of the fis-
cal year.

‘(B) CHILD POPULATION GROWTH FACTOR.—1
plus the percentage increase (if any) in the
population of children under 19 years of age
in the State from July 1 in the previous fis-
cal year to July 1 in the fiscal year involved,
as determined by the Secretary based on the
most recent published estimates of the Bu-
reau of the Census before the beginning of
the fiscal year involved, plus 1 percentage
point.

‘(3) PERFORMANCE-BASED SHORTFALL AD-
JUSTMENT.—

“‘(A) IN GENERAL.—If a State’s expenditures
under this title in a fiscal year (beginning
with fiscal year 2008) exceed the total
amount of allotments available under this
section to the State in the fiscal year (deter-
mined without regard to any redistribution
it receives under subsection (f) that is avail-
able for expenditure during such fiscal year,
but including any carryover from a previous
fiscal year) and if the average monthly
unduplicated number of children enrolled
under the State plan under this title (includ-
ing children receiving health care coverage
through funds under this title pursuant to a
waiver under section 1115) during such fiscal
year exceeds its target average number of
such enrollees (as determined under subpara-
graph (B)) for that fiscal year, the allotment
under this section for the State for the sub-
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sequent fiscal year (or, pursuant to subpara-
graph (F), for the fiscal year involved) shall
be increased by the product of—

‘(i) the amount by which such average
monthly caseload exceeds such target num-
ber of enrollees; and

‘“(ii) the projected per capita expenditures
under the State child health plan (as deter-
mined under subparagraph (C) for the origi-
nal fiscal year involved), multiplied by the
enhanced FMAP (as defined in section
2105(b)) for the State and fiscal year involved

‘(B) TARGET AVERAGE NUMBER OF CHILD EN-
ROLLEES.—In this subsection, the target av-
erage number of child enrollees for a State—

‘(i) for fiscal year 2008 is equal to the
monthly average unduplicated number of
children enrolled in the State child health
plan under this title (including such children
receiving health care coverage through funds
under this title pursuant to a waiver under
section 1115) during fiscal year 2007 increased
by the population growth for children in that
State for the year ending on June 30, 2006 (as
estimated by the Bureau of the Census) plus
1 percentage point; or

‘‘(ii) for a subsequent fiscal year is equal to
the target average number of child enrollees
for the State for the previous fiscal year in-
creased by the population growth for chil-
dren in that State for the year ending on
June 30 before the beginning of the fiscal
year (as estimated by the Bureau of the Cen-
sus) plus 1 percentage point.

“(C) PROJECTED PER CAPITA EXPENDI-
TURES.—For purposes of subparagraph (A)(ii),
the projected per capita expenditures under a
State child health plan—

‘(1) for fiscal year 2008 is equal to the aver-
age per capita expenditures (including both
State and Federal financial participation)
under such plan for the targeted low-income
children counted in the average monthly
caseload for purposes of this paragraph dur-
ing fiscal year 2007, increased by the annual
percentage increase in the per capita amount
of National Health Expenditures (as esti-
mated by the Secretary) for 2008; or

‘“(ii) for a subsequent fiscal year is equal to
the projected per capita expenditures under
such plan for the previous fiscal year (as de-
termined under clause (i) or this clause) in-
creased by the annual percentage increase in
the per capita amount of National Health
Expenditures (as estimated by the Secretary)
for the year in which such subsequent fiscal
year ends.

‘(D) AVAILABILITY.—Notwithstanding sub-
section (e), an increase in allotment under
this paragraph shall only be available for ex-
penditure during the fiscal year in which it
is provided.

‘“(E) NO REDISTRIBUTION OF PERFORMANCE-
BASED SHORTFALL ADJUSTMENT.—In no case
shall any increase in allotment under this
paragraph for a State be subject to redis-
tribution to other States.

“(F) INTERIM ALLOTMENT ADJUSTMENT.—
The Secretary shall develop a process to ad-
minister the performance-based shortfall ad-
justment in a manner so it is applied to (and
before the end of) the fiscal year (rather than
the subsequent fiscal year) involved for a
State that the Secretary estimates will be in
shortfall and will exceed its enrollment tar-
get for that fiscal year.

‘(G) PERIODIC AUDITING.—The Comptroller
General of the United States shall periodi-
cally audit the accuracy of data used in the
computation of allotment adjustments under
this paragraph. Based on such audits, the
Comptroller General shall make such rec-
ommendations to the Congress and the Sec-
retary as the Comptroller General deems ap-
propriate.

‘“(4) CONTINUED REPORTING.—For purposes
of paragraph (3) and subsection (f), the State
shall submit to the Secretary the State’s
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projected Federal expenditures, even if the

amount of such expenditures exceeds the

total amount of allotments available to the

State in such fiscal year.”.

SEC. 102. 2-YEAR INITIAL AVAILABILITY OF CHIP
ALLOTMENTS.

Section 2104(e) of the Social Security Act
(42 U.S.C. 1397dd(e)) is amended to read as
follows:

‘() AVAILABILITY OF AMOUNTS ALLOT-
TED.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2) and subsection (1)(3)(D),
amounts allotted to a State pursuant to this
section—

““(A) for each of fiscal years 1998 through
2007, shall remain available for expenditure
by the State through the end of the second
succeeding fiscal year; and

“(B) for fiscal year 2008 and each fiscal
year thereafter, shall remain available for
expenditure by the State through the end of
the succeeding fiscal year.

“(2) AVAILABILITY OF AMOUNTS REDISTRIB-
UTED.—Amounts redistributed to a State
under subsection (f) shall be available for ex-
penditure by the State through the end of
the fiscal year in which they are redistrib-
uted, except that funds so redistributed to a
State that are not expended by the end of
such fiscal year shall remain available after
the end of such fiscal year and shall be avail-
able in the following fiscal year for subse-
quent redistribution under such sub-
section.”.

SEC. 103. REDISTRIBUTION OF UNUSED ALLOT-
MENTS TO ADDRESS STATE FUND-
ING SHORTFALLS.

Section 2104(f) of the Social Security Act
(42 U.S.C. 1397dd(f)) is amended—

(1) by striking ‘“The Secretary’ and insert-
ing the following:

‘(1) IN GENERAL.—The Secretary’’;

(2) by striking ‘‘States that have fully ex-
pended the amount of their allotments under
this section.” and inserting ‘‘States that the
Secretary determines with respect to the fis-
cal year for which unused allotments are
available for redistribution under this sub-
section, are shortfall States described in
paragraph (2) for such fiscal year, but not to
exceed the amount of the shortfall described
in paragraph (2)(A) for each such State (as
may be adjusted under paragraph (2)(C)). The
amount of allotments not expended or redis-
tributed under the previous sentence shall
remain available for redistribution in the
succeeding fiscal year.”’; and

(3) by adding at the end the following new
paragraph:

¢“(2) SHORTFALL STATES DESCRIBED.—

‘““(A) IN GENERAL.—For purposes of para-
graph (1), with respect to a fiscal year, a
shortfall State described in this subpara-
graph is a State with a State child health
plan approved under this title for which the
Secretary estimates on the basis of the most
recent data available to the Secretary, that
the projected expenditures under such plan
for the State for the fiscal year will exceed
the sum of—

“(i) the amount of the State’s allotments
for any preceding fiscal years that remains
available for expenditure and that will not
be expended by the end of the immediately
preceding fiscal year;

‘‘(ii) the amount (if any) of the perform-
ance based adjustment under subsection
(1H(B3)(A); and

‘“(iii) the amount of the State’s allotment
for the fiscal year.

‘(B) PRORATION RULE.—If the amounts
available for redistribution under paragraph
(1) for a fiscal year are less than the total
amounts of the estimated shortfalls deter-
mined for the year under subparagraph (A),
the amount to be redistributed under such



